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The election proved to be one of the biggest upsets in 
political history. It affected all of the markets, turning 
many of them upside down.

Basically, just about everyone got it wrong... the 
polls, the political commentators, the bookies and the 
markets. 

Trump’s win was a surprise. But as you’ll see this 
month, the markets quickly adapted and so far they 
like it.
UNCERTAINTY TURNED TO CERTAINTY

As we’ve often said, when the markets change, we 
have to change with them. And we’ve clearly seen some 
changes since the election.

Following the initial volatility, the markets decided 
Trump  would be good in many ways and they took 
action, all in a matter of hours.

Stocks soared and the U.S. dollar jumped up too. 
This put downward pressure on the gold price as it 
declined in a steeper ‘D’ decline, but it remains bullish.  
Commodities get a boost upward on big hopes of U.S. 
infrastructure spending.
The bond bust

The big surprise and disappointment was the bond 
market. As the 
election results 
came in, bonds 
were essentially 
holding firm. But 
once Trump was 
declared the win-
ner, bonds sold off 
sharply and inter-
est rates surged.

Rumor has it 
the Chinese sold 
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billions of dollars worth of U.S. Treasury bonds at 
that point. 

Was this a message to Trump in response to his trade 
war talk, as some have suggested? We’ll never know. 
But bonds abruptly turned bearish and they’ve stayed 
weak since then, and interest rates have continued to 
jump up.

That being the case, we had to change our strategy 
and go with what the market was telling us... basically, 
to get out of bonds.

Unfortunately, this meant taking a loss on our po-
sitions. 

But in our defense, we did hold bonds for 2+ years 
from February 2014 to May 2016, which was the lion’s 
share of the bond bull market move, and we gained on 
average 36%.

We then bought again last June and decided to 
stay with bonds as long as they were bullish, and “ride 
through” the downward correction. This was a mistake 
ahead of a Trump victory.

While we or anyone else don’t like taking a loss, our 
bond loss wasn’t a big one. But it does take away from 
our 2+ year gain.
STOCK MARKET HURRAH!

As for stocks, they’re doing very well and the stock 
market is happy with the election results. As you’ll see 
in this month’s 
Stock Market Sec-
tion, we’re raising 
our stock posi-
tion.

B u t  w i t h 
stocks undergo-
ing a big rotation 
in strength, we’re 
going to sell some 

NEW ORLEANS
The Annual New Orleans Con-

ference last month was amazing.  It 
was our 35th anniversary, making it 
very special.  It was also a pleasure 
meeting so many of you there and 
truly a highlight of the trip.  

Thanks so much.
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sign inflation could start picking up, which would 
be a welcome relief, also boosting the economy.

Interestingly, producer prices are rising in Asia 
too (see Chart 2). Even though they’re mostly still 
below zero, at least they’re headed in the right 
direction. In large part, that’s thanks to firming 
commodity prices.
COPPER, MATERIALS... UP!

As you can see on Chart 3, the copper price 
is up strongly. That’s good news for the  global 
economy because copper is used in just about 
everything, making it an economic barometer.

At the same time, bond prices are declining 
sharply and this too is a key sign deflation is easing. 

Why? Because bond prices tend to rise when defla-
tion is dominant. And that’s not happening anymore.

Instead, interest rates are going up, along with 
inflation expectations. And that’s keeping downward 
pressure on bond prices worldwide.

Overall, the economy has been looking better, but it’s 
not out of the woods yet. Nevertheless, many observers 
are becoming more optimistic. 

They feel that Trump’s policies, like big infrastruc-
ture spending, will help boost the economy and com-
modity prices. 

All things considered, Trump and inflation also 
seem to be a team going forward, and the markets are 
reacting to his new turn of events. 

It’s still to be seen how long this perception lasts.  
The belief now is that fiscal policy (spending) could 
do what years of monetary stimulus couldn’t.  This 
excites many of the markets and we’ll be going with 
this changing tide.

of the stocks we’re currently holding 
and add some new, stronger ones 
for the bull market rise we see go-
ing forward.

For now, the Dow Industrials and 
Transportations are leading the way 
up and it looks like they’re headed 
higher.
CASH ON SIDELINES

It’s also interesting to note that 
there’s a ton of cash sitting on the 
sidelines, to the tune of $500 tril-
lion. This money is mainly being 
held by nervous investors who have wanted to avoid 
risk.

But if stocks keep rising and only a small portion of 
these funds move into the market, stocks could soar. 

And it’s an even more exciting prospect in the case 
of gold. This alone could drive prices sharply higher.
INFLATION BREWING

Another important element that appears to be 
changing is deflation. And if that proves to be true, 
it’ll be a huge deal.

As you know, deflation and deflationary pressures 
have been in the driver’s seat for years. And they’ve 
intensified ever since the 2008 financial crisis.

Since then, central bankers have tried everything 
to beat back deflation, including quantitative easing 
(QE: buying their own bonds), super low or negative 
interest rates, and more... all in an effort to perk up 
their economies. But despite these efforts, economic 
growth has remained slow.

But now, inflation is starting to perk up and defla-
tion pressures are 
beginning to ease.

Looking at pro-
ducer prices, for in-
stance, they recent-
ly had their largest 
annual rise in near-
ly two years, finally 
moving above zero 
(see Chart 1). 

And since pro-
ducer prices lead 
consumer prices, 
this may be the first 
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u.s. & World sTock markeTs  
Will u.s. market stand alone?
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SECTOR ROTATION IN STRENGTH
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The stock market surprised everyone. The Dow 
Industrials and the Dow Transportations have been 
soaring since the election, and this is a good overall 
sign for the market and the economy.
INDUSTRIALS HIT RECORD HIGHS

Making this even more impressive was the election 
itself. The majority believed the stock market would 
crash if Trump was elected. 

Then the fireworks began...
The Dow Industrials dropped more than 800 points 

as the Trump win became obvious. But then the market 
pulled a complete about-face.

The Dow soared to a new record high and the Dow 
Transports hit an 18 month high (see Chart 4). The 
other stock indexes generally moved up too and they’re 
bullish above their moving averages, but the Dow stocks 
led the charge.  So what happened?
MARKET LIKED TRUMP TALK

Very simply, the market liked Trump’s acceptance 
speech and it began looking at the bright side...

Trump is a businessman, so he’ll likely be good for 
business. He’s also expected to spend a lot on infra-
structure, and he says he’ll cut taxes.

So even though this is going to mean more deficit 
spending and debt, the market doesn’t seem to mind. 
On the contrary, it’s excited because the economy will 
probably pick up, and hopefully inflation will too.

If so, it’ll help boost corporate earnings, create more 
jobs and basically get things moving.
TRANSPORTATIONS BULLISH

As you know, the stock market looks ahead and 
that’s what it’s currently telling us. How long will this 
honeymoon last?

We’re not sure. But if we look at the big picture of the 
Dow Jones Transportations, it shows the honeymoon 
could last for quite a while.

As you can see on Chart 5A, the Transports have 

been trading in a mega 37 year uptrend and channel. 
In other words, the big picture is very bullish.

Most important, the leading indicator for the Dow 
Transportations has risen from a major low area and it’s 
turned bullish (see Chart 5B). This will be confirmed if 
the leading indicator can now stay above the zero line. 

If it does, it’ll be signaling the start of a major bull 
market rise in the Transports. This would be very 
positive for trucking, railroad stocks, airlines and 
shipping.

It would also be a strong sign that goods are mov-

65 WEEK MOVING AVERAGE
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CHART 7   
STOCKS AND COMMODITIES: Rising together 2016

RISING 
TOGETHER 

IN 2016

ing from point A to point B, which would bode well for 
the economy. 
REPUBLICAN RULE: Bullish for market

Interestingly, this is coinciding with a rare political 
situation, which is also bullish for stocks...

As our friend Steve Sjuggerud noted, the Repub-
licans will now control the Senate, the House of 

Representatives 
and the Presi-
dency. This has 
only happened 
twice since 1950 
and in both cases 
the stock market 
gains were im-
pressive.

In 1953-54, 
for instance, the 
return was near-
ly 36%. And in 
2003-06, it was 
61%.

The election 
cycle, however, 
tells another sto-

ry (see Chart 6). Note that the gains historically haven’t 
been too exciting during the first two years of a presi-
dential term. Will this 66 year pattern continue, or will 
the Republican trifecta prevail? We’ll soon find out.
THE TRUMP BOOST

But here’s something else that’s interesting... Chart 
7 shows the Dow Transportations, the Dow Industrials 
and the S&P commodity index since 2009.

Note these three markets generally moved together. 
But commodities broke down in 2014 prior to the 
end of the Fed’s tapering. And once taper ended, the 

Transportations 
dropped too. But 
the Dow Industri-
als essentially  
rose  further.

This year, these 
markets started 
rising together 
again. And as we 
previously men-
tioned, the Trump 
win wi l l  l ike ly 
continue to boost 
these markets. 
Again, we’ll see 
how it goes but so 
far, so good.
RISING RATES 
TO STAY?

One problem 
for the stock mar-
kets, however, is 
the sharp rise in 

interest rates since the election.
The stock market has been loving this era of super 

low interest rates (see Chart 8). And if interest rates stay 
relatively low, the stock market should be okay. 

But this is important to watch because if interest 
rates keep rising into next year and beyond, it could 
halt rising stock prices, especially since stocks remain 
expensive.

The same is true of the global stock markets. So 
far, they’ve basically been moving with the U.S. stock 
market, but they’ve been sluggish. The World index, 
for example, remains bullish (see Chart 9). And if it 
stays bullish, that will be a good overall sign for all of 
the stock markets. But if global stocks turn down, it 
would be a negative warning.
SECTOR STRENGTH

It’s interesting to note the big rotation in stock 
strength since the election. Tech stocks, for instance, 
have taken a back seat. But the Industrials and Trans-
ports have been the strongest, along with resources, 
leisure, insurance and small caps, among others.

That being the case, we’re making some changes to 
our Stock Market Recommendation...

We now advise selling Emerging Mkt ETF (EMF), 
which has been lagging. We recommend buying 
the following on weakness: Alcoa (AA), US Steel (X), 
Dow Transportations 
(IYT), Leisure (PEJ), 
Russell 2000 (TWOK) 
and Insurance (KIE). 
They’ve outperformed 
and are poised to rise 
further.

A lso ,  wi th  the 
stock market show-
ing renewed strength, 
we advise raising your 
stock position to 30% 
of your total portfolio 
(up from 15%).
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U.S. Stocks’ Election Cycle Gains

Stocks’ biggest 
gains come at 
the end of the 
election cycle
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The bond market flip-flopped, 
and it was fast.  As interest rates 
abruptly shot up on election 
night, bond prices fell sharply... 
and then they kept going.

Along the way, the bull maket 
in bonds turned bearish.  That is, 
the major trend for interest rates 
has now turned up.  

Considering the overall situ-
ation, we could no longer justify 
holding our bonds, or our bond 
ETFs, which were TLO, UBT, TLT 
and TIP.  So we recommended 
selling them last week.  

As much as we hated taking a loss, the option of 
holding on was worse.  Basically, it was better to cut 
our losses.  This also included TIPS, the inflation pro-
tected security, which has been moving along with the 
others.

This may change going forward, but here’s the cur-
rent situation...
LIBOR: Most telling rate

One market we’re watching closely is the Libor 
interest rate. 
Why? Because 
it’s basically 
the most im-
portant inter-
est rate in the 
world. It also 
tends to lead 
other inter-
est rates (see 
Chart 10).

The Libor 
rate is based 
out of London 
and it’s inter-
national. 

Trillions of 
dollars in debt 
worldwide are 
linked to this 
interest rate, 
including cor-
porate bonds, 
mortgages and 
so on. 

It’s also the 

interest rate banks use when they 
lend money to one another.

Note the Libor interest rate 
has been rising this year. And 
even though it’s still below 1%, 
it’s moved up from .30% to above 
.90% over the past 15 months. 

So what’s Libor trying to 
tell us?

It could be a sign that global 
interest rates are going to keep 
rising, and the interest rate lows 
are behind us. (Note, the short-
term 90 day Treasury Bill interest 
rate has been rising too.) 

It could be reinforcing that economic growth and 
inflation will soon pick up.

At this point, we just don’t know, but this action is 
important and here’s what we’re watching...
TREND TURNING UP

For now, the major trend for long-term interest 
rates is also up. This will continue if the 10 year yield 
stays above its 65-week moving average at 1.88% (see 
Chart 11A). 

Currently, the leading indicator is at a “temporarily 
too high” area. This means interest rates are unlikely 
to rise much further, at least for the time being.

The final interest rate confirmation, however, would 
be a change in the 
mega trend (see 
Chart 12A). That’ll 
happen if the 30 
year yield rises and 
stays above 3.29%, 
its 80 month mov-
ing average. 

I f  i t  does ,  i t 
would be a huge 
deal, meaning the 
trend for rates since 
1981 is going from 
down to up.
BONDS      
BURSTING

Meanwhile the 
bond market is 
down sharply and 
it’s now bearish (see 
Chart 13A). But 

u.s. inTeresT raTes and bonds
bond rout... surging interest rates
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in annual interest that’s owed on 
the national debt.

Currently, it’s at a five year 
high... and at a time when interest 
rates have been near zero. 

But with the debt growing, 
these interest payments are going 
to increase. And if interest rates 
rise, it’s going to take a larger 
chunk of each tax dollar to cover 
the interest on the debt.

This is a problem many have 
been warning about for years, and 
it’s happening. So basically, it’s 
another reason to keep interest 
rates low for as long as possible. 

Nevertheless, for now it’s look-
ing like the Fed will probably 
raise interest rates in December. 
Even though there’s little focus 
on the Fed these days, if they do 
raise rates it’ll further reinforce 
this major interest rate trend 
change.

In the meantime, having sold 
our 20% bond position, we advise dividing the funds 
as follows... Use 15% to buy more stocks and keep the 
remaining 5% in U.S. dollars, for the time being.

DOLLAR INDEX REACHING KEY LEVELS
Note, the dollar index is still trading in a sideways 

band. If it now stays above 99, it could approach the 
101-102 level.

This is the strong March 2015 resistance area and 
the dollar will probably resist near that level. 

But if it doesn’t and it breaks above 102, the dollar 
index would be super strong and it would be mov-
ing into a stronger 
phase.
STRONG DOLLAR         
DILEMMAS

One problem with 
a super strong dol-
lar, however, is it will 
lead to slower eco-
nomic growth. It’ll 
also keep a lid on in-
flation. This is some-
thing no one wants, 
but the big question 
is, will anyone be able 
to stop it?

Long-term inter-

currencies
u.s. dollar: Jumped up

The U.S. dollar index is on the move again. It’s been 
rising since May and it jumped up further following 
the election.
RISING RATE PUSH

This was primarily thanks to the steep rise in in-
terest rates, and the expectation that more spending 
for infrastructure could 
result in inflation, which 
could keep upward pres-
sure on interest rates. 

Even though interest 
rates are generally rising 
around the world, they’re 
lagging behind U.S. in-
terest rates (see Chart 
14). So there’s not much 
competition.

The bottom line is, 
the U.S. dollar is strong 
and it could rise further. 
Looking at Chart 15, 
here’s what we’re watch-
ing...

CHART 14
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the mega trend is still up. Will 
this continue?

The leading long-term indicator 
has abruptly turned down, which 
is not a good sign. And if it falls 
further, it will confirm the bearish 
outlook for bonds.
WORLD NEEDS LOW YIELDS

We know that governments 
don’t want interest rates to rise. In 
fact, they’ve been quite happy with 
interest rates this low for so long. 

That’s why they’ve cut interest 
rates 670 times since the 2008 
financial crisis.

They’ve done this to boost eco-
nomic growth.  But since these 
problems have not gone away, 
higher interest rates could make 
matters worse.

Plus, there’s something else be-
hind low interest rates that makes 
them even more attractive...

As our dear friend Chuck But-
ler points out... for each dollar paid in taxes, using the 
U.S. as the example, 26¢ goes to pay the $407 billion 
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CHART 17 
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est rates, for example, are 
not controlled by the Fed. 
They’re controlled by the 
free market. And if they stay 
firm because the world’s 
central banks are dumping 
their bonds, or for what-
ever other reason, the dollar 
could stay strong too. That 
is, the currencies could re-
main weak.

The same applies to 
what’s happening 
in Europe. Even 
though things have 
calmed down, what 

happens there could certainly affect the cur-
rency markets and the U.S. dollar.
SHAKY EUROZONE

One country that’s currently on the radar 
screen is Italy. We know this may come as a 
surprise because when people think of the 
Eurozone and their problems, Greece usually 
comes to mind. But those days have winded 
down, and now it’s Italy.

You may remember there’s been a lot of con-
cern about Italian banks and the fact they’re 
on thin ice. This has made many investors 
nervous.

Based on a recent survey, Italy was the 
country chosen as most likely to leave the 
Eurozone within the year. This is again stir-
ring the Eurocrisis pot, pushing Italian bond 
yields up sharply (see Chart 16).

For now, everyone is focused on the ref-
erendum for December 4. Voters will decide 
whether or not to approve the Prime Minister’s 
constitutional reforms. So far, the polls show 
the “NO” vote winning, which would be bad 
news.

Others are worried about France too. And 
these rumors will continue to keep the Euro-
zone’s future uncertain and in the spotlight.

That’s one reason why we recommended selling 
the euro last month (see Chart 17). It turned bearish 
and it’s become more risky.

Basically, concerns about Deutsche Bank are still 
lurking overhead. That’s certainly not good for the euro 
or the Eurozone.

Meanwhile, the British pound continues to be the 
weakest currency, trading near a 170 year low! It’s still 
feeling the heat of the Brexit repercussions and this 
will likely continue.
AUSTRALIAN DOLLAR: King of resource

In contrast, the Australian dollar and the New Zea-
land dollar have been outperforming the others.

The Australian dollar, however, tends to be in a 
league of its own. It’s a 
resource currency and 
barometer for the world 
economy. 

Trump’s infrastruc-
ture movement will 
keep the Aussie dol-
lar strong, along with 
building materials.  

Plus, China tends to 
be the locomotive for 
global growth, and if it 
continues to look bet-
ter, it too will be buying 
more resources, which 
is a good indication for 
the Australian dollar 
and global growth.

Stories have been go-
ing around about China 
for years. Pundits say 
it’s ready to implode 
and so on, but China 
keeps chugging along. 
And as long as it does, 
that’s good news.

Taking a look at 
Chart 18A, you’ll see 

the Aussie dollar remains bullish, above its moving 
average. This marks a major reversal following its steep 
decline in 2013-15.

More important, the Australian dollar’s leading in-

CHART 16
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GOLD & DOLLAR
Gold and the dollar index have 

been moving in opposite directions, 
especially over the past few years 
(see Chart 19).  The strong dollar 
has been putting pressure on the 
gold price. But considering how 
strong the dollar has been, espe-
cially since the election, gold hasn’t 
declined that much.  It could’ve 
been worse.  

This means gold is holding up 
well, in spite of dollar strength. 
And with the dollar now coming 
up to strong resistance, after ris-
ing too far too fast, this could be 
saying that the decline in gold may 
be getting closer to an intermediate 
low area.   

Overall, the environment for 
2017 and beyond looks good for 
gold, regardless of the election 
reaction.

 In an about-face, the com-
modity world is looking better! 

 Copper jumped up to a 17 
month high in a Trump jump, fol-

lowing the other base metals, in the longest winning 
streak in at least 28 years!

GOLD    SILVER                       GOLD SHARES         PLATINUM     PALLADIUM 
 PRICE                                PRICE                               HUI INDEX                         PRICE PRICE 

CHART 20
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STILL CORRECTING IN A BULL MARKET
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65 WEEK MOVING AVERAGE23 MONTH MOVING AVERAGE

AUG

dicator has also turned bullish, reinforcing the price 
action (see Chart 18B).

But for now, keep most of your cash funds in the 
U.S. dollar.  Even though the New Zealand dollar 
also looks good, we’re going to hold off for the time 

being. 
With the U.S. dollar so strong we generally feel it’s 

best to stick with the dollar, and a small position in 
the Aussie dollar and/or FXA is currently the only 
exception.

It took a Trump victory to turn 
sentiment around… quickly.  All 
of a sudden Trump is seen as sup-
porting growth and making rational 
decisions. 

This ‘good feeling’ investor psychol-
ogy went against safe havens, as you 
can see on Chart 20. 
GOLD: 5 month low

Gold fell to a five month low, into 
a full decline we call D.  You may re-
member that gold’s decline from its 
August peak had been moderate (-9%) 
before the election. 

It’s now falling inline with prior “D” 
declines.  As we’ve been saying, the 
extent of this decline will be the last 
confirmation for this year’s bullish 
turnaround.

It’s now key to see how far down 
this decline takes gold. If it ends near 
$1200, gold will remain strong within 
this year’s bull market.  

But we could possibly see a quick 
sell off below this level.  In the un-
likely event that  gold breaks below 
$1150, all bullish bets will be off. The bear market 
would then take over. 

meTals, naTural resources & energy
Trump win: gold dumps, commodities jump

CHART 19
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Infrastructure demand has been the 
mover, due to lots of building potential 
in the U.S. under Trump (see Chart 
21). 

We’ve been feeling a change in the 
air this year for commodities, and now 
it looks like a confirmation.

Note copper is now breaking clearly 
above its 65 week moving average for 
the first time since the bear market 
started.  This is a great start, and one 
to watch.  

Copper is now in a turnaround bull-
ish mode if it can stay above $2.18.
GOLD & STOCKS: Unusual partners

Over history, gold and the stock market have generally moved in 
opposite directions, and it makes sense.  When the stock market 
is bullish and on the rise, the economy is doing fine, while safe 
havens fall out of favor.  This is kind of like what happened after 
the Trump win.

Taking a closer look on Chart 22, you can see how clearly they’ve 
moved in opposite directions since the late sixties. Gold soared in the 
seventies while the stock market went sideways to down.  We then 
had a 20 year bull run in stocks while gold fell totally out of favor. 

The 2008 financial crisis distorted this pattern for two years, from 
2009 to 2011, when they both rose together.  And now, once again, 
we’ve seen both gold and the 
stock market rise together 
this year since February.

We can see they don’t 
usually rise together for long.  
It’s not the norm, in other 
words. So let’s keep an eye 
on the following...  

The S&P500 index and 
the gold price both peaked 
last August.  Gold gained 
almost 31% from its Decem-
ber low to that high.  The 
S&P500 rose almost 20% 
from its February lows to the 
August highs.   

It’s still to be seen how 
this will play out, but for now 
with the S&P500 closing in 
on that August high while 
gold declines further, they’re 
about even on their gains 
this year. 

According to market move-
ments and demand, it’ll be 
very interesting to see which 
one wins out, once this period 
of gold weakness is over.

Keep in mind, gold’s 
downward correction has 
been the main force during 

the last 3+ months.  
For instance, in the days prior 

to the election, gold declined when 
the FBI reaffirmed that Clinton’s 
emails were not a crime, causing 
investors to speculate a Hillary win.  
Then gold declined anyway because 
Trump gave an emotional boost to 
the economy, the stock market and 
the dollar. 

Yet many felt gold would rise on 
a Trump victory because it would 
represent significant uncertainty. 
All the speculation was just that… 
speculation.
DEMAND GROWS DURING 
WEAKNESS 

We saw many investors move 
into gold during this past month’s 
weakness.  And, smart money buy-
ing is well underway. 

The World Gold Council (WGC) 
reported that Chinese and Indian 
consumers bought gold directly on 
weakness, and some were still wait-
ing for lower prices before buying 
more.  It sounds like our strategy! 

And now with the yuan closing 
at a low this month, Chinese de-
mand could pick up even more.

Plus, hedge funds have been 
hiding out in gold.  Raoul Pal, a for-
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has been form-
ing for the past 
several years in 
gold shares, the 
HUI index.  This 
is saying that, 
like gold, once 
the 2016 highs 
are clearly sur-
passed, which 
are 284 on HUI 
and $1380 on 
the gold price, 
it’ll be a clean 
breakout of this 
massive forma-
tion.  

Plus, it’ll be breaking out of the resistance, clean 
and simple.  And the next step of the bull market will 
be well on its way.

Before this happens, we’ll most likely see more back-
ing and filling first.  So don’t be disappointed if you see 
gold lackluster to weaker this month and next. 
COMPARING BULL MARKETS

When comparing both gold and gold shares to their 
prior bull markets, you can see this year fits right in. 

Chart 24 compares three 
of gold’s first two years of 
those bull markets, to the 
rise since last December (in 
red).  You can see, it’s mov-
ing in the normal range.  

Likewise for gold shares.  
Chart 25 takes it back fur-
ther, comparing the move-
ments since the 2011 peak, 
to the worst bear market 
from 1996.  

Interestingly and impres-
sively, they both fell the 
same and bottomed at an 
extremely bombed out level, 
and their rise has been 
similar!   

In fact, the rise this year 
was stronger than the rise 
at the start of the 2000 bull 
market.

This tells us that the cur-
rent decline fits in, and it’s 
premature to feel that a ma-
jor change has occurred. 
GOLD TIMING 

The intermediate C gold 
rise was over in August and 
it’s now to be seen how steep 

mer manager said 
a recession is com-
ing and it’s best to 
stay in gold. And 
Mark Mobius from 
Templeton Emerg-
ing Market Group 
said he could see 
gold up 15% in 
2017. Coin sales 
were also  up lead-
ing to the election.  

Global invest-
ment demand for 
gold jumped 44% 
worldwide in the 
third quarter.  In 
the wake of Trump’s 
victory, gold and 

gold shares shot up in a rush to safety but it quickly 
fizzled.  

If we do indeed see U.S. infrastructure revived and 
commodities take off as a result, we could also see “he-
licopter money” grow with higher prices, which would 
bode well for gold and silver.

China’s economy was upbeat in the third quarter, 
which is a good sign for pre-
cious metals and commodi-
ties.  It’s a major importer of 
commodities, and if they step 
up their buying and the U.S. 
begins rebuilding we could 
see comodities, and there-
fore, inflation, both soar.

Overall, we’re still opti-
mistic for gold in 2017.  The 
setback is normal and this 
3½ month decline is provid-
ing us with a better buying 
area.
TECHNICALLY BULLISH

Chart 23 shows the in-
teresting formations in gold 
and gold shares.  Since 2008, 
we’ve seen only two major 
buy areas, in 2009 and in 
2016. And the bottom line 
is that so far the buy is in 
place!  

Note that when their key 
moving averages are clearly 
broken on the upside, a bull 
market develops.  

This was one of our buy 
signals earlier this year.

In addit ion, a major 
head and shoulders bottom 
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current hump. We’ll keep our position for 
now, but like we said last month, don’t buy 
new positions.

Palladium is bouncing up with the resource 
sector, and it’s approaching its September 
highs.  

Palladium looks good, and it’ll stay bullish 
above $605.  If the September highs near $730 
are surpassed, it’ll be a strong market.
RESOURCES:  Confirming a bull market

The resource sector is coming alive. The 
burst of enthusiasm for future building in the 
U.S. was the extra push the sector needed to 
turn bullish.  

Plus, a pick up in China’s factories rising to 
a two year high following the upbeat third quarter is 
also providing a boost.    

Chart 27 shows this upthrust. Copper is finally 
catching up quickly to the stronger ones. 

Tin reached a two year high and the other base 
metals reached new highs for the year.   

We’re also seeing a good rise in the major resource 
companies like Vale, BHP and RIO.

Keep in mind, China is the world’s top importer, 
producer and consumer of gold.  And it’s the major 
importer of raw materials, which directly affects these 
companies.

The crude oil price has been staying below $51 all 
year.  With delinquencies and foreclosures surging in 
the oil states, you can see why it’s been hard for OPEC 
to cut production. 

Oil has been under pressure on news that OPEC 
producers pumped oil at record levels before a meeting 
later this month to limit production.

The supply manipulated market will remain weak 
unless a real surge in demand surfaces.

Meanwhile, crude oil may be forming a major head 
and shoulders bottom (see Chart 28). If oil breaks 
out of this NL resistance near the $51-$52 level, then 
perhaps OPEC will 
succeed in limiting 
supply, at least for 
awhile.  

M e a n w h i l e , 
we’ll watch from 
the sidelines. Exx-
on and Chevron’s 
profits and reve-
nues continue to 
slide.

The agricultural 
commodities are 
mixed.  Some are 
strong, like coffee 
and sugar, but the 
grains and cattle 
remain lackluster 
(see Chart 29).
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this current D decline will take gold. Chart 26 will give 
us a good idea. 

Note gold is approaching its 23 month moving aver-
age while the leading indicator declines further nearing 
the low areas.  

This means that while gold could weaken further, 
the downside is more limited now.  But we could see the 
$1200 tested while the indicator declines further.  

Once this weakness is over, it’ll be very telling indeed 
regarding further potential.  It will all depend on how 
far the D decline goes.
THE OTHER METALS: Mixed

Silver is holding up better than gold, and the trend 
still favors silver outperforming gold.  Silver has major 
support at $16.50 but even if it dips down to the $16 
level, it’ll still be fine (see Chart 20). 

Silver now has the advantage of a strong copper and 
base metal rise.  

And if the building materials take off with the poten-
tial new found demand from the U.S., silver will benefit 
too, and much more than gold.

Silver is in high demand with limited supply.  In 
fact, some are hoarding silver, like China.  China is 
big in the gold and silver market. The Shanghai Gold 
Exchange is growing by leaps.  It’s now ten times larger 

in transactions 
than it was in 
2008.  

And now South 
Africa is going to 
start producing 
Silver Krugerrand 
coins soon.

 Platinum has 
been disappoint-
ing and sluggish, 
but it’s moving 
with gold and sil-
ver.  It’s indica-
tors still point 
upwards after 
getting over the 

CHART 28
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       It’s been a wild ride.  The election affected all of the markets, in one way or another.  
The end result is changing times.  And we’re making some changes to our recommenda-
tions this month.  Basically, we advised selling our bonds in the weekly update, Nov 10.  
And we’re now buying some new stock positions, and selling the laggard.  We’ve increased 
our U.S. dollar cash position and for now, our metals remain the same.
    
PRECIOUS  METALS, ENERGY, RESOURCE
       It took a Trump victory to push gold down into a full on “D” decline.  At the same time 
it pushed the resource sector into a new bull market!  Will they be changing places?  We 
don’t think so and it’s too soon to tell, but having two bull markets together makes a strong case for building growth with infla-
tion.  For now, use this weakness to buy gold, silver and gold shares.  The market may be looking over the valley, but at the 
same time we’ll be watching this gold weakness closely.  For a strong, sustained bull market turnaround, it’d be best to see 
gold stay not far from the $1200 level. We’re now adding some resource companies to our portfolio, but since they’ve risen 
far and fast, use upcoming weakness to buy new positions; see US Steel (X) and Alcoa (AA) in the Stock Market section.

U.S. & GLOBAL STOCK  MARKETS
     The U.S. stock market is bullish and strong. The election triggered a big rotation in stock sector strength with the Dow Industri-
als and Transports leading the way.  We now advise making an adjustment in your positions and raising your stock allocation to 
30% (up from 15%).   We’re keeping our DIA and QQQ positions.  The Industrials have been one of the best, and even though 
tech stocks have taken a back seat temporarily, they and QQQ are still strong.  If you have S&P Global (IOO) and DJ Medical 
Devices (IHI), keep them but don’t buy new positions.  We recommend selling EMF; emerging markets are lagging. We’re also 
now adding six new positions, and together 
with the above, it totals 10 recommended 
stock positions.  The following have had 
a strong run up this month, so we suggest 
buying the following on weakness:  Alcoa 
(AA), the Dow Transportation ETF (IYT), 
The Russell Small Cap ETF (TWOK), US 
Steel (X), Insurance ETF (KIE) and Leisure 
& Entertainment ETF (PEJ).  These groups 
have emerged as some of the strongest 
since the election.

INTEREST  RATES  &  BONDS 
   The bond market was hit the most, turn-
ing the market bearish.  The major trend 
for interest rates has now turned up.  All 
things considered, we unfortunately could 
no longer justify holding our bonds, or our 
bond ETFs, which were TLO, UBT, TLT 
and TIP.  So we recommended selling our 
20% bond position on Nov 10.  Use 15% 
of your bond sale to buy more stocks, and 
keep the remaining 5% in U.S. dollars, 
details on pages 5 and 6.

CURRENCIES  
   The U.S. dollar index is rising sharply, 
near the Mar 2015 highs.  Most of the cur-
rencies are bearish and even the Australian 
dollar is feeling the heat.  We sold the euro 
on Oct 20 and bonds more recently,  we 
now advise keeping a 20% cash position, 
with most in U.S. dollars.  For now, keep a 
small position in the Australian dollar and/
or FXA, but sell if it closes below 74.

OVERALL   PORTFOLIO  RECOMMENDATION 

Note: Shares, funds & ETFs  are listed in the box in order of strength 
per each section.  Keep the ones you have on the list.             

30%  
Stocks

50% 
Gold & silver 
physical, ETFs & 
gold & silver shares.  

20% Cash  
US dollars & Aust $

PRICE AT % GAIN/LOSS
NAME SYMBOL DATE PRICE issue date

 S I N C E  1 s t  
B O T

Agnico Eagle AEM Aug-16 58.12 42.78 -26.39
Junior Gold Miners GDXJ Aug-16 51.02 34.55 -32.28
Sprott Gold Miners SGDM Mar-16 19.20 19.41 1.09
Gold Miners ETF GDX Jan-15 21.74 21.31 -1.98
Silver (physical) Aug-03 4.93 16.77 240.20
iShares Silver Trust SLV Jan-15 17.61 15.84 -10.05
Central Fund of Cda CEF Jan-15 13.36 12.19 -8.76
Gold (physical) Oct-01 277.25 1216.90 338.92
Gold Shares SPDR GLD Jan-15 125.23 116.17 -7.23
Silver Wheaton SLW Jan-15 23.05 19.18 -16.79
Platinum ETF PPLT May-16 101.10 89.71 -11.27

PRICE AT % GAIN/LOSS
NAME SYMBOL DATE PRICE issue date

 S I N C E  1 s t  
B O T

Alcoa Corp  * AA Nov-16 31.85
US Steel  * X Nov-16 29.17
DJ Transportation  * IYT Nov-16 158.29
Dynamic Leisure   * PEJ Nov-16 39.46
SPDR Russell 2000  * TWOK Nov-16 77.19
SPDR  S&P Insurance * KIE Nov-16 80.24
Dow Industrials DIA Aug-16 186.52 189.30 1.49
Nasdaq Pwrshrs QQQ Aug-16 117.7 117.76 0.05
S&P Global 100 IOO Aug-16 75.34 74.77 -0.76
DJ Medical Devices IHI Aug-16 145.41 136.47 -6.15

PRICE AT % GAIN/LOSS CURRENT 
NAME SYMBOL DATE PRICE issue date

 S I N C E  1 s t  
B O T RECOMM

Australian dollar ETF FXA Mar-16 76.48 74.19 -2.99 Hold 74.00

Hold & buy on decl ine

Buy on weakness
Buy on weakness

Buy on weakness

Buy on weakness

STOCK ETFS & SHARES

Hold & buy on decl ine

Hold 
Hold 

Buy on weakness
RECOMM

PURCHASE CURRENT 

Buy on weakness

Buy/Hold

Buy/Hold

PURCHASE

Buy/Hold

Buy/Hold

Buy/Hold

Buy/Hold

Buy/Hold

GOLD AND SILVER ETFs & SHARES

Buy/Hold

Hold

CURRENT 

CURRENCY ETFs

Buy/Hold

OUR OPEN POSITIONS in order of strength per section

Buy/Hold

RECOMM

PURCHASE TRAILING 
STOP

* New Position


